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CONSUMER INCOME TREND IMPORTANT 
INFLUENCE ON 1936 FOOD PRICES 


The following analysis of the prospective food 
price situation in 1936 has been made by Donald 
E. Montgomery, Consumers! Counsel of the Agri- 
cultural Adjustment Administration: 
An important influence on the trend 
of retail food prices during the year will be the trend of consumer income. If, 
as is expected, there is a marked rise in consumer buying power during the coming 
ae retail food prices will be higher because of that fact than they will be if 
no such rise takes place. Not all foods will respond in the same degree to that 
influence, but all of them will respond in some degree. This does not mean, 
however, that retail food prices generally will be higher during the next year 
than they are now, Larger supplies of some foods for the coming year will tend 
to offset increased consumer buying power so that prices may hold at present 
levels or go lower. 
In the fall of each year the Bureau of Agricultural Economics of the 


Devartméent of Agriculture brings together in one report called the Agricultural 
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Outlook the facts that bear upon the supply of each major agricultural product or 
Class of product for the current marketing year. So far as these facts permit, 
the report predicts the price trends that are likely to prevail on each commodity 
or group during the period. These predictions take account of thé anticipated 
changes in demand resulting from chaages in business activity, payrolls, credit, 
foreign markets and similar factors, 

Meat prices are of most concern to consumers, not snly because they are 
relatively higher than most other foods, but vecause they have risen more 
rapidly from the especially low levels which they reached during the depression, 
The Outlook Report points out that pork supplies during the current marketing 
year, which began on October first, will be smaller than the supplies during the 
year that began on October 1, 7.934. Consequently pork prices are expected to 
average higher during the current year than they did last year. But this fore- 
cast of higher pork prices is based upon averages for two 12-month periods, oil 
beginning October 1, 1934 and the one which began October 1, 1935. During the 
former period the trend of pork prices was sharply upward; but during the present 
period the trend is expected to be downvard. The peak probably occurred last 
September, <A noticesole decline in retail pork prices has teken place since then, 
but from now until hate spring or early summer the expectation is for little 
further drop. A svasonal increase usually occurs in pork prices from December 
to March; but this year hog supvlies will be increasing slightly during that 
period and the teasonal rise is expected to be less than usual or may not take 
wide at all. The loy point in pig production was reached last spyring when feed 
supplies were at their lowest; we are now passing through the low point in hog 
marketing wiich corresponds to that low point in production. The pig crop from 
June 1 to December 1,1935 is reported to be 30 percent larger than in the same 


months of 1934. By early summer when this supply is coming to market slaughter 
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should be sémewhat larger than in the present winter months, although the usual 
summer slaughter of hogs runs about 20 percent below winter slaughter. If the 
usual seasonal variation takes place in ee of hogs slaughtered, the pork 
supply next summer will be 10 percent larger than the supply this winter. 

The AAA ecorn-hog program for 1936 provides for a lerge increase in hog 
supplies. Produeers wno make Patera ate under the pregram will be permitted to 
inerease their eutput over that of last year, and the relation of hog and corn 
prices is such that preducers will make every effort to do so. We hope that pig 
production in 19236 will be 30 percent larger than it was in 1935, which is about 
all that csuld be expected in the absence of an adjustment program, This 
increased prectctien will begin to have its effect upon market supplies in the 
last querter of 1936, 

Supplies of beef also continue to reflect the effects of the 1934 drought, 
and in 1936 it is expected that the slaughter ef beef duties wil be smaller than 
in 1935. We will not have as large a supply of cows and calves as we have had 
in 1935, when an unusually large propertien of the supply came from dairy sections 
and high feed prices resulted in unusually heavy shipment of calves. But the 
supply of better grades of beef animals, grain-fed steers, will be larger than 
last year, especially after March, end it is expected therefore that better 
grades of beef will sell for a lower price in the first half of 1936 than in-the 
first half of 1935, Lower grades of beef, however, may bring prices as high as 
19235 er even higher. The trend of beef prices through the year is expected ta 
fellew the usual seasonal pattern more closely than was the case in 1935; beef 
cattle normaly reach their high price for the year in May and then decline to a 
lew point in November or December. Lawer pork prices toward the end ef the year 
may well have seme effect on beef prices. 

For lamb the outlook tells us only that the supply of fed lambs, which 


egome an the market from December to April, will be smaller than last year and 
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the price will probably be higher than for any year since 1930. Supplies after 
_April will depend upon the number of lambs produced in 1936, | 
H : 
) Poultry numbers on farms are low, but increasing. Poultry supplies 
however are not expected to increase rapidly because more than the usual 
proportion of hens will be retained for laying. Egg production will be larger 
than last year but the smaller eure on July 1, 1935 offsets this greater 
production and leaves us with a slightly smaller total supply. Poultry prices 
/ will remain high during the early months of 1936 but will probably be lower after 
‘May. Egg prices are now going down and may continue downward during the remainde? 
of the winter unless increased consumer buying power or severe weather gonal fame 
check this tendency. | 
The Outlook Report tells us about what to expect in the matter of wheat 
prices, and the price of flour will probably follow the wheat trend closely. 
Bread prices in turn may follow flour prices, but the relationship there is much 
Less exact than the relation of flour to wheat and shows considerable variation 
from one city to another. Here briefly is the story of wheat: Average acreage 
sown during the past three years was only slightly below the average for the 
three years 1930 to 1932, but drought and rust have combined to reduce the 
yields, with the result that the avernge of crops harvested in the later period. 
was 3% percent lower. Production and carryover this year are large enough to 
: meet our demands in terms of total bushels, but rust damage to spring wheat, 
an important source of bread flour, hns reduced the quantity of thnt whent which 
can be milled and has reduced the flour yield of that part of it which will be | 
milled. Canadian wheat is being imported to make Wp this deficiency. As 4 
Tesult, prices of spring wheat »nd hard winter wheat, the kinds of which flour - 


for bakers! break is chiefly made, were ebout 7 percent higher on December 21 


than on December 22, 1934, Soft winter wheat prices were only 4 percent higher 
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than a year ago. ere prices reached a high point in the first week of October 
when they were sbout 15 to 22 percent above the previous year, but by December 21 
had declined to prices 11 to 15 percent above prices of n year earlier. Acreage 
in prospect for 1936 harvest will, if yields are normal, produce more wheat than 
is normally consumed, end if thet expectation is realized, both wheat and flour 
prices should be lower next summer and fall. 

The average retail price of white bread as reported by the Bureau of 
Labor Statistics went up 0.3 cent per pound from October 8 to December 3. 
Apparent changes in ingredient costs from a year earlier are about in line with 
that change in retail price, provided the ingredients used have remained sub-— 
stantially unchanged. It is doubtful that ingredient costs will bring about 
a further lerge increase in the -verage price of bread. 

Milk and other dairy products are expected on the whole to be more 
abundant in 1936 than they were in 1935. Prices of dairy products are expected 
to be lower curing the first quarter of 1936 than in the same period of 1935. 

The price of butter, however, follovs quite closely the trend of consumer 
incomes, and higher payrolls in 1936 will probably mean higher butter prices, 
modified perhaps by the larger supply. The supply of other edible fats and oils, 
excluding lard, will be about 17 percent larger during the present marketing 
year than a year ago. 

Fresh fruits and vegetables and canned fruits and vegetables from 1935 
crops are abundant. Omitting potatoes, the supply of these foods is estimated 
to exceed the supply from 1934 crops by varying amounts -- a seven percent 
increase in fresh vegetables, a 13 percent increase in fresh fruits, and an 
increase of 29 percent in dried fruits. The large potato crop that was expected 
this year was substantially cut down by frost damage in October. The estimate 


on December 1 placed the late crop, which is the present source of supply, about 


via) i 


I iw eae, « pad we wooed 


4 he he eth of ‘ & ¥ i r ie Ns ns e ri ; ie 
pa mt Pe :. eas x8 #5y( \ pee i Pagele ew ir 
Cis. 1. eee Ly Miper cs. oa cen : Wh Abell y od ie . rs 
ota alls c a? LS pee Se ib et Pa cae fas if 


» ‘aoe ee 
‘eg anes a 


4 ” : 
ryt ‘ " : : F 
’ 3 4 Ls . ,, ; ‘ 
a ae 
4 Fs : | 
| a - ry r, it 
| F aa a4 A < 
Af L d | ‘ 
; » ‘ 
) iis ea Ce , i , ' ; , | 
' 
Ye A : é 
. ‘ hoon » f 4 x “oe ‘ ay rs, a mI 
. i J > 4 
q T 
, 4 hig st abynt 
Boe Be ah” bit: , fence a he Bi heen) eae ru « ¥ me 
‘ f ly § / , Divas ie 
ie ete i a 
* fr " 4 ‘ } vt e ] i 
a at PRS ee oie : Py i De as ad 
‘ i 
yo is 
t ae L, ‘ 
tr } ef AY +i . £ 
1 


“i ohm 


‘anpaad ‘hy 


as 
10 percent below the large late crop of 1934, and slightly below the average late 
crops of the five years 1930-34. Retail potato prices during 1936 were relatively 
Low; that is, they were at the level of the year 1913 during part of the year, 
while the average of all foods has been about 20 percent higher than in 1913. 
Potato prices have gone up since the middle of October and they may go higher 
during the early months of 1936. What they will be later in the year will depend 
chiefly uoon the 1936 acreage and yield, which we do not yet know. 

The supply of rice for the current season is lower than last year and 
lower than average. Production in 1935 was higher than in 1934 but the carry- 
ee was small. Export demand will have considerable influence upon the price 
which this smaller supply will bring in this country. Larger supplies are in 
prospect from the crop to be harvested in 1956. 

On the whole the 1936 prospect for food prices is not unfavorable to the 
consumer, Fruits and vegetables are expected to be in abundent supply from 
1935 crops and should be cheaper; dairy products will also be more plentiful ; 
flour and bread prices should not change greatly from present levels until the 
ae wheat crop is known, when, if planting prospects prove out, lower levels 
should prevail; potatoes and rice will be higher; meat prices will not be 
cheaper during the first half of the year, but relief from the present high 
level of meat prices is to be expected in the second half of the Be especially 
in the case of pork and lard in which the decline at that time may be substantial. 
At least for those who participate in the expected improvement in incomes, the 
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food price outlook may prove distinctly favorable before the end of 1935, 
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